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ABSTRACT

Development of alternative models of organizations plays an important
role in the development of organization theory. While many views on organiza-
tions have received varying degrees of attention, three perspectives have
recently been the object of increasing interest, the resource dependence,
efficiency, and ecological perspectives. This paper reviews the assumptions,
theories and research of each perspective. It then integrates them by showing
that a population perspective provides a meta-theoretical framework within
which the other perspectives can be interpreted as guidelines and directions
for studying selection mechanisms. In addition, the paper notes that the
resource dependence and efficiency perspectives are similar in that they both

posit the importance, for organizational survival, of the development of

long-term, stable resource supply relationships. However, while both of these
models recognize hierarchical mechanisms of control as a means for developing
the desired supply relations, the efficiency perspective also recognizes that
market forces under certain specifiable conditions can be used to establish

these relations. The analysis suggests a hierarchical model of these three
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PERSPECTIVES IN ORGANIZATION THEORY:
RESOURCE DEPENDENCE, EFFICIENCY,
AND ECOLOGY

The development of theoretical models plays an important role in the
development of the social, as well as the physical and biological sciences
(Kuhn, 1970; Ritzer, 1975; Pondy and Boje, 1980; Morgan, 1980). In the last
thirty years, a great deal of empirical and theoretical effort has been ex-
pended in numerous, and often unrelated, attempts to develop cohesive and
fruitful models in organizational theory. Despite this work, explanations of
how and why organizations behave have rarely received enough consistent theo-
retical and empirical attention to warrant being called fully developed organi-
zational theory models.

Against this background, the purposes of this paper seem particularly
ambitious. Specifically, we point to three perspectives in organizational
theory that may now be emerging as possibly competing models in organization
theory. The major objectives of this paper are to sunlarize'these three
perspectives, and to suggest a framework within which their interrelationships
can be understood. While no labeling scheme can completely capture the com-
plex history and assumptions of the three perspectives <o be discussed, we
call them: (1) the resource dependence perspective, (2) the efficiency perSpec-

tive, and (3) the ecological perspective.1

1 These perspectives are known by alternative labels. The resource dependence
perspective has also been called the political economy approach, and the
exchange perspective. The efficiency model is also known as the organiza-
tion failures framework and the transaction costs perspective. Finally,
the ecological perspective has been labeled by other authors the population
model, the population ecology perspective, and the natural selection model.
By calling these three traditions theoretical perspectives, rather than
models or organization theory paradigms, we acknowledge that additional
theoretical and empirical work remains before they can be thought of as
comprehensive, internally consistent, highly elaborated models in organi-
zation theory.




Several characteristics of these three perspectives seem to enhance tiieir
Tikelihood of becoming more fully developed competing organizatioral theory
models. First, each perspective has relatively clear theoretical statements.
Pfeffer and Salancik (1978) and Pfeffer (1981), for example, summarize a great
deal of the empirical and theoretical work on resource dependence. Williamson
(1975) offers a general statement of the efficiency perspective. Recent work
by Hannan and Freeman (1977), Aldrich (1379), and McKelvey (in press) present:
many of the underlying assumptions of the ecological perspective. Second, ac
we review below, each tradition has well established and different theoretical
and empirical literatures. Third, each draws from distinct scientific iradi-
tions. The resource dependence perspective draws most directly from sociology
and political science; the efficiency perspective from economics, and the
ecological perspective from biology. Finally, the implications of these three
theoretical traditions provide varied views of the operation and structure of
organizations.

The structure of our discussion is straightforward. First, we briefly
summarize each perspective as presented in the literature, review some of the
theoretical and empirical work generated by each of the three perspectives,
and highlight some of the managerial implications of each. fhese reviews have
several functions in our discussion.? First, they serve as brief introductions
to the perspectives. In addition, they introduce a set of ideas and concepts
that will be used throughout our discussion. This is particularly important.

as each of the traditions reviewed has associated with it a great deal of

Zv!‘lore elaborate reviews of these traditions can be found in Pfeffer and
Salancik (1978), Pfeffer (1981), Ouchi (1980), Barney and Ouchi (1981),
Williamson (1975), Hannan and Freeman(1977), Aldrich (1979), McKelvey (in
press), and Aldrich and Pfeffer (1976).




idyosyncratic terminology. After we introduce the three traditions, we com-

pare and contrast them with an eye towards developing a framework within which

their interrelationships can be understood.

THE RESOURCE DEPENDENCE PERSPECTIVE

Basic Assumptions

Strongly rooted in sociology (Weber, 1947), the fundamental conceptual
driving force in the resource dependence perspective is power. According to
this perspective, much of the structure and operation of organizations can be
traced to the nature of power relations that exist between two or more organi-
zations. 3

A simplified version of the resource dependence perspective is outlined
in Figure One. In this approach, organizations are assumed to attempt to

[Figure One About Here]
accomplish two related objectives: (1) to acquire control over resources which
minimize their dependence on other organizations and (2) to acquire control
over resourrec< which maximize the dependence of other organizations on them-
selves. Attaining either objective is thought to increase an organization's
power.
The environment poses several interrelated problems for organizations

trying to minimize their dependence. Organizations need to acquire scarce and

valued resources from their environment, while minimizing the uncertainty

3 Much of the theory and research on power and organizations has dealt with
power relations among individuals or subunits within an organization. The
model presented, though couched in inter-organizational terms, is consis-

tent with this intra-organizational research tradition.




FIGURE ONE. Summary of

Resource Dependence Perspective
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valued resource essential certainty which minimi-
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2. poses problems of uncer- 2. Desires to increase the
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organizations must through control of
reduce scarce and valued
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3 3. Both these activities
& ‘ increase an organiza-
{ tions power.
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associated with this acquisition process. Within a resource dependence frame-
work, uncertainty often relates to the variability and complexity in resource
acquisition relations with other organizations. For example, a firm can
minimize its uncertainty in supply relationships by forming links with influ-
entiai individuals in supplier firms, by becoming partners with such firms in
joint venture activities (Provan, Beyer & Kruytbosch, 1980), or by acquiring
key suppliers. The more the firm reduces supply uncertainty, the more the
firm minimizes its dependence on other firms, and, in turn, gains power.

While an organization acts to minimize its dependence, it may also act to
maximiZe other organization’s dependence an it. It may use proactive strate-
gies to increase the dependence of other firms on it and gain power vis-a-vis
these increasingly dependent firms. By controlling scarce and valued resources,
such an organization can obtain many of the benefits of power.

In general, resource dependence perspectives characterize the links
between organizations as a set of power relations based on patterns of resource
acquisition. Organizations attempt to alter their dependence relationships to
obtain the benefits of organizational power. Dependencies can be altered by
minimizing an organization's own dependence or by increasing the dependence of

other organizations.

Theoretical and Empirical Literature

Research on the bases of power within organizations began as early as
Weber (1947), and included much of the early work conducted by social exchange
theorists (e.g., Emerson, 1962; Blau, 1964) and political scientists (e.g.,
Dah), 1957). More recent work on the role that personal or subunit power
plays for the structure and functioning of intra-organizational proceses has
been conducted by Crozier (1964) and Hickson, Hinings, Lee, Schneck, and

Pennings (1971; 1974).
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Generalization of power based arguments from intra-organizational rela-
tions to relations between organizations began as early as Selznick (1949). In
Selznick's view, organizations have the capacity to develop distinctive compe-
tencies, and then draw from forces external to the organization to support
these central tasks. Cooptati.n, viewed in iihis light, is essentially an
organizational attempt to gain power by minimizing its dependence on others
and by maximizing the dependence of others in its environment on itself.

Selznick's original power insights have been modified and developed by
Yuchtman and Seashore (1967), Thompson (1967), and Pfeffer, Salancik, and
their associates (Salancik and Pfeffer, 1974; 1977; 1978; Pfeffer, 1977;
Pfeffer and Salancik, 1978; Pfeffer, Salancik, and Leblebici, 1976; Pfeffer
and Leong, 1977; Pfeffer and Moore, 1980). These numerous studies, while done
in different organizational settings are consistent with the resource depen-
dence perspective outlined in Figure One. Pfeffer & Leong (1977) and Provan,
Beyer, and Kruytbosch (1980), for example, argue that relative power in a
United Way agency is a function of interorganizational relations. Agencies
minimize self-dependence and maximize other-dependence by generating alterna-
tive sources of funding, by establishing numerous 1inks with community leaders,
by demonstrating higher demand for services, and by providing intensive ser-
vices to clients. These acts limit an agencies dependence on United Fund
headquarters and increase other agencies respect and dependence on it. By so

doing, the agency acquires more power relative to other agencies.

Managerial Implications

Managers recognizing and operating from a resource dependence perspective
would act to maximize their organization's or sub unit's power by minimizing

its dependence and by maximizing the dependence of other organizations or




units in their own organization on themselves. A number of specific strategies
that managers may use to obtain these two objectives have been identified and

. [Table One About Here]
are listed in Table One. Two characteristics of these sets of strategies need
attention. First, dependence minimization and maximization strategies overlap;
managers can develop and implement policies and strategies that simultaneously
affect all aspects of their resource relations which maximize their power.
Second, the recommended managerial strategies in this perspective generally
involve changing the interorganizational power structure such that power is
centralized in one organization or a set of organizations. The extent of this
power centralization varies from acquisition and vertical integration, where
formal controls officially extend to include previously separate organizations,
to buffering and smoothing, where some of the power of the environment is
diluted by decreasing a firm's resource dependence on external resources. In
most instances, strategies successfully employed by managers using this perspec-

tive will yield an increase in their organization or unit's power.
THE EFFICIENCY MODEL

Basic Model
Whereas the resource dependence perspective is rooted in sociology the
efficiency perspective draws heavily from economics. As its name implies, the
major driving conceptual force in this perspective is economic efficiency.
Organizations in this approach seek to engage in economic exchanges in as
efficient a way as possible (i.e., minimizing overhead, minimizing enforcement

costs).4 Transaction costs, the costs associated with developing and maintaining

l__ffficient economic exchanges involve the minimization of both production
costs and transaction costs.
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TABLE ONE.

Managerial Implications of Resource
Dependence Perspective (Adopted from Miles, 1980, p. 293-294).

Inter-Organizational Strategies

Intra-Organizational Strategies

Strategy Author Strategy Author
Cooptation Selznick (1949) Alliances maintain Martin and Sims
maneuverability (1956)
Buffering Thompson (1967) Promote limited
Smoothin communication
Forecasting Exhibit confidence
Rationing

Boundary Spanning

Acquisition

Merger

Espionage
Litigation
Arbitration
Mediation

Pricing fixing
cost-plus contracts

Temporary coalitions

Board of Directors

Create slack resources

Create self-contained
units

Verticle information
systems

Create lateral
relations

Long term contracts
Associations
Monopoly/oligopoly
relations
Diversification

Price discrimination
Tying arrangements
Refusal to deal
Franchise alidation
Reciprocity
Allocation of markets
Conspiracy

Evan (1966)

Perrow (1970)

Aiken and Hage
(1971)

Pfeffer (1972)

Galbraith (1973)

Miles, Snow and
Pfeffer 91974)

Staw and
Szwajkowski
(1975)

Control access to
information

Control access to
persons

Control access to
instrumentalities

Control uncertainty
on behalf of other
persons or units

Make activities
central and non-
replaceable

Create sponsor
relationship

Stimulate competition
among ambitious
subordinates

Allijances with
power people

Inform others of
own stakes in
decision issue

Develop expertise
Control information
Build personal stature
Develop group support

Manage uncertainty
Control resources
Build alliances

Mechanic (1962)

Crozier (1964)
Hickson (1971)

Martin and Strauss

(1965)
Litterer (1966)

DuBrin (1974)

Patchen (1974)

Pettigrew (1975)

Pfeffer (1977)
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economic exchanges, vary directly as a function of the complexity, uncertainty,
enforcement difficulty, goal congruence, investment specificity, and other
characteristics of exchanges, or transactions. The major thrust of this approach
is to specify the governance forms that most efficiently mediate various kinds
of transactions.

Under many conditions, markets are efficient mediators of economic trans-
actions. However, when the goods or services exchanged are highly complex,
delivered over a long period of time, or exchanged in non-competitive set-
tings, then fair prices are difficult and costly to set and a market fails to
govern the exchange efficiently. Attempts to assure an equitable transaction
in such a situation through market mechanisms would be prohibitively expensive,
if not impossible, and thus the transaction would not occur over time. To
improve efficiency, markets are replaced by hierarchies (what the other per-
spectives call organizations). Hierarchies are superior to markets when the
exchange of goods or services is characterized by complexity, uncertainty, and
Jong-term or non-competitive relations. The hierarchy allows decisions about
the terms of an exchange to be made and adjusted over a long period of time
(e.g., the employment contract) and minimizes the need for continual, close
inspection of the exchange to ensure that neither party cheats the other. The
need for cluse inspection is dampened (though not eliminated) because parties

to the transaction now have common (and non-trivial) investments i the hier-

archy governing the transaction.

The efficiency perspective matches transaction characteristics with
alternative governance mechanisms in an attempt to specify the conditions
under which these alternative governance forms will efficiently and equitably
mediate exchanges. Markets and hierarchies are two broad classes of govern-
ance mechanisms studied. Numerous intermediate forms of governance, falling

between markets and hierarchies, have also been studied (Wiliiamson, 1979;




Barney and Ouchi, 1981). Hierarchical governance mechanisms may take different
forms, which may be differentially efficient in the governance of economic
exchanges. Work so far has focused on the differential efficiency of multi-
divisional (M-Form), holding (H-Form) and functional (U-Form) organizational
forms. Thus the efficiency perspective also attempts to specify the relation-
ship between efficient transaction governance mechanisms through markets,
hierarchies or intermediate mechanisms and various organizational forms.
The efficiency perspective is summarized in Figure Two. In this perspec-
tive, the matching of transaction characteristics with governance mechanisms
[Figure Two About Here]
relates directly to the efficiency with which a good or service is exchanged.
Under certain transactional conditions, markets are appropriate and will lead
to efficient outcomes. However, under other conditions, markets will be
unable to equitably govern an exchange, and will be replaced by different
types of hierarchies. The hierarchical form adapted as a governance mechanism
(U, it, or M-form) also needs to be considered in understanding the efficiency

!

characteristics of an exchange governance mechanism.

Theoretical and Empirical Literature

Coase (1937) originally characterized a firm from an efficiency perspec-
tive. He argued that the appropriate units of analysis for understanding the
firm are transactions between parties within it and that the costs of these
transactions affect firm behavior. He recognized that the market system of
governing transactions will not always pe as efficient as the firm mechanism:
"The main reason why it is profitable to establish a firm would seem to be
that there is a cost of using the price mechanism . . . The operation of a
market costs something and by forming an organization and allowing some author-

ity (an entrepreneur) to direct the resources, certain market costs are saved"




FIGURE TWO. Summary of Efficiency “erspective
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(Coase, 1937: 390-2). Coase also suggested that markets will pe more efficiunt
than firms in governing transactions when the uncertainty of the transactior
is low and knowledge necessary for market contracting is high.

Coase (1960) has added to his original work in a number of ways. Through
a close analysis of property rights issues, he showed that in the absence of
transaction costs, markets will allocate resources efficiently. Characteris-
tics of a transaction that could make markets perform inefficiently include
the difficulty of writing complete contracts and a desire by rontracting
parties to enter into long term transactional commitments.

Williamson (1975) integrated Coase's general framework with literature
from economics and organizational theory to derive what he called an organiza-
tional failures framework. In Williamson's perspective, markets fai] to
efficiently govern economic exchanges because of two characteristic of indi-
viduals (bounded rationality, and opportunism) in combination with two character-
istics of transactions themselves (uncertainty/complexity, and small numbers
bargaining). Following Simon (1957; 1961), Williamson argues that individuals
are boundedly rational because of physical and intellectual information pro-
cessing limitations. However, bounded rationality only becomes relevant in
Williamson's framework when the limits of rationality are reached, under
transactional conditions of uncertainty or complexity. When market trans-
actions are so uncertain or so complex that they cannot be evaluated or com-
pletely understood, markets will fail, and be replaced by hierarchies.

Wiliiamson's concept of opportunism implies that individuals are iikely
to act in self-disbelieved ways when engaging in economic transactions (Goffman,
1969). Opportunism may take numerous different forms including the distortion
of information, the selection of information transferred, or the misrepresenta-
tion of intentions (Winter, 1964). Opportunistic behavior only becomes trans-

actionally relevant, according to Williamson, when small numbers bargaining
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obtains. In a pure market situation, tendencies towards opportunism remain in
check by competitive forces. When competition does not exist and small numbers
bargaining obtains (due, perhaps to first mover advantages) parties to a
transaction can act opportunistically. In this case, markets, because of the
lack of competitive forces, will fail to govern transactions efficiently, and
be replaced by hierarchies. Hierarchies may foster common goals and objectives
between transacting parties and facilitate close monitoring of each other's
behavior, thus discouraging opportunism.

Ouchi (1980) has recently extended Williamson's work by arguing that some
transactions may be so ambiguous or complex that they cannot be governed
efficiently even by traditional or bureaucratic hierarchies. According to
Ouchi, high complexity and uncertainty coupled with a high level of goal
congruence will lead hierarchies (bureaucracies) to be inefficient and be
replaced or assisted by clans. Clans govern transactions between two parties
based on shared values of the two parties. Clans become a mechanism for
efficiently governing exchanges under conditions of very high uncertainty/
complexity and high goal congruence (i.e., low opportunism). The conditions
under which various governance forms will be differentially efficient are
currently being more fully specified by Williamson (1979) and Barney and Ouchi
(1981). '

Managerial Implications

Just as the resource dependence approach has managerial implications for
external and internal organizational processes, application of the efficiency
mode] can have an impact on both functions. At the organization-environment
interface, use of the efficiency model can help managers resolve the issue of
boundary placement. Questions of vertical and horizontal integration are par-

tially resolved by assessing the structure of transaction costs. Analysis

.
o . . )
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from an efficiency framework helps identify when market relationships will be
more efficient, i.e., where a supplier and buyer should remain separate entities
and develop explicit contractual agreements to govern their interactions.
Careful consideration of transactional characteristics may indicate other
times when it would be more efficient for a firm to internalize a supplier
function. Once the supplier is incorporated within the boundaries of the
organization, the supplier's function may be governed either through rules and
a bureaucratic control system or through a clan and high levels of goal con-
gruence.5

For internal organizational processes, application of the efficiency
mode] has at least two managerial implications, First, it helps managers
identify which organizational form (U, M, or H-Form) is most appropriate,
given the nature of an organization's internal transactions. Second, the
framework helps identify appropriate governance mechanisms (market, bureau-
cracy, or clan) within a firm which can be used to improve individual and
organizational efficiency performance.

A comparison of the managerial implications of the power and efficiency
perspectives will reveal significant overlap. For example, vertical inte-

gration, in a variety of forms, is a strategy that could be derived from both

57An example of governing previously external relations through a clan mechan-
ism occurred recently in Southern California. A large foreign manufacturer
needed a marketing outlet in the Southern California area. Rather than
contract for outlet services, the foreign firm decided to acquire a small
firm. In the last year since the small American firm was acquired, the top
management of the firm has been visiting the parent company's operations
throughout the world. Managers of the small firm have visited these opera-
tions, even though they may not be directly related t- their own work, to
gain an appreciation of the parent firm's interests and to identify areas
where the small firm may be of unique assistance to the parent company. By
moving the top management throughout the large firm's operations, the small
firm employees have begun to feel a sense of ownership with the parent
company. They also have begun to share the goals of the larger firm and
assume more characteristics of clan.
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models. Also, more subtle forms of intra- and interorganizational coordination,
such as the development of clans and cooptation, are consistent with both
models. Note however, that the managerial implications of the two models
diverge in that the efficiency perspective specifies some of the transactional
conditions under which market and intermediate market forms of governance wili
efficiently mediate organizational exchanges. Conditions under which diffuse
power structures such as markets are appropriate managerial strategies are not
directly considered by power theorists. In short, while power theorists
consider strategies that centralize power and authority in one or a set of
organizations, efficiency theorists also consider the ability of diffuse,
non-centralized power structures to equitably and efficiently govern organiza-
tional transactions. A second, though related, difference of the two models
is the end result of applications of each. The result of an application of
the resource dependence may be an inequitable distribution of resources with
one firm ultimately controlling the majority of scarce and valued resources.
Application of the efficiency model generally assumes that long term exchanges
cannot be maintained if they inequitably distribute resources. Whatever
transaction governance mechanism is employed, be it market, hierarchy, or

clan, it must insure long term equity and minimal costs.

\ THE ECOLOGICAL PERSPECTIVE

Basic Model

If power is the fundamental driving concept of the resource dependence
perspective, and if efficiency holds the same role in the efficiency perspec-
tive on organization, then the fundamental driving concept of ecological
theories of organization is selection. The ecological perspective address two

interrelated issues in the analysis of selection and survival. The first of
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these is classificatory in nature. From an ecological perspective, it is not
possible to understand the development and likely selection of a firm apart
from an understanding of the broader environmental context of the firm.
Understanding this context generally involves specifying the firm's population
and analyzing the broader environment and niche that may have an impact on the
population. Once the descriptive classificatory work is accomplished, the
dynamic relationship between population, niche, environment, selection mechan-
isms, and long term organizational survival can be explored. This second
' phase of analysis often involves the development an evolutionary theory of
organizational change, in which specific population characteristics are evalu-
ated relative to their survival potential in different environmental settings
(Aldrich, 1979).

Within an ecological framework, theories of organizational classification
involve four distinct levels of analysis. At the most micro level, firms are
characterized as legally defined units or organizations having an employer and
- one or more employees (McKelvey, in press). Firms, in turn, can fruitfully be
grouped into populations. Populations of firms are simply sets of organiza-
tions with similar internal structural characteristics and strategic competen-
cies. Associated with these populations of firms are sets of resources which
populations can effectively manipulate and influence to their own advantage.

Such manipulatable extra-firm resources are called niches. Several popula-

tions can exist within the same niche. That is, several populations of firms

can draw from and attempt to manipulate the same set of resources. Finally,
: those resources and characteristics out of the control and influence of popu-
lations of firms are called the environment. At the most macro level, en-

I vironments are comprised of those social, political, technological, and cul-
tural forces that have an impact on the survival of populations of organiza-

tions, but which cannot be manipulated by these populations.
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Within an ecological framework, evolutionary models of organizational
selection and change generally focus on the relationship between populations
of organizations and their niche and environment. Environments define a
strategic and resource path which an organization must follow to be selected
for and survive over time. Niches provide the resources that a firm must
attract to survive. Since limited environmental resources constrain the
number of populations a niche can support, some populations and firms are
selected against and disappear, while others are selected for and survive.
The relationship between characteristics of populations and environmental
conditions which lead to this differential selection are called selection
mechanisms. Several such mechanisms have received attention in the litera-
ture, including various versions of specialist and generalist strategies
(Hannan and Freeman, 1977), as well as an analysis of distinctive competencies
within a population of firms (McKelvey, in press).

The ecological perspective of organizations is summarized in Figure 3.
In this figure, the four relevant levels of analysis--firms, populations,

' [Figure Three About Here]
niches, and environments--are presented. Placing a firm within this framework
allows an understanding of the broader ecological context within which a firm
exists. The evolution of populations over time is defined by the selection
mechanisms and processes which exist at the interface of a population and its

environment.

Theoretical and Empirical Literature

The ecological perspective of organizations draws heavily from biology.
Nowhere is this more clearly demonstrated than in the emphasis on classifica-

tion (McKelvey, in press). The importance of the concept of a population in
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biology has been demonstrated in work by Mayr (1969) and Sneath and Sokal

(1973). In biology, populations are classes of organisms with similar charac-
teristics. Two common means of classifying organisms into populations in
biology are the evolutionist approach, which relies on the historical develop-
ment of the organism, and the numerical taxonomy anproach, which relies on
multi-variate clustering algorithms in the classification process.

McKelvey (in press) has argued that organization theory needs to develop
an accepted classification scheme analogous to that in biology. According to
McKelvey, an organization classification scheme would help the development of
organization science, provide a basis for information retrieval about organi-
zations, increase the generalizability and predictability of organization
studies, and provide a basis for sampling in organization research. As in the
biological sciences, the classification of organizations, according to McKelvey,
should rely both on evolutionary or historical studies (Blute, 1979; Aldrich
and Mueller 1980) as well as numerical taxonomic methods (Hall, Hass and
Johnson, 1966).

Hannan and Freeman (1977) have related the ecological concepts of niche,
environment, population-environment relations, and competition to a discussion
of selection mechanisms in organzational theory. Much of this research has
focused on organizational structures and strategies firms can adopt within
their environments: specialists versus generalists organizational structures
and r versus K strategies. According to Hannan and Freeman (1977), a spe-
cialist firm is one that concentrates its resource expenditures on a few
outputs, while a generalist firm allocates its resources across many different
outputs. R strategy firms are those which move quickly to exploit environmen-
tal resources as ..:iey become available. K strategy firms, on the other hand,
are generally not the first to enter a new market, but wait until it shows

promise of growth, and then enter it with great intensity.




Hannan and Freeman (1977) have also begun to specify the environmental
conditions under which certain strategies increase or decrease the 1ikelihood
of firm survival. K-strategists, for example, are generally more likely to
succeed in highly settled environments, while r-strategists are generally more
successful in environments which are unpredictable, highly variable and change
often.

while research in the ecological perspectives of organizations has focused
on specialist/generalist and r/K strategies as selection mechanisms, other
characteristics of populations of organizations could also be related to
survival within an environment over time. Research on organizational life
cycles (Kimberly, Miles and associates, 1981) could be recouched with this
ecological framework. Indeed, Freeman (1981) has argued that firms in the
later stages of the life cycle are less flexible, both strategically and
organizationally, and thus are more likely to be selected for by stable,
certain environments. Also, recent work by Lippman and Rumelt (1980) argues
for the role of luck in selection processes. Because the selection pressures
in an environment are essentially unpredictable and the strategies of success-
ful firms are only partially subject to immitation, firms and populations of
firms which are selected for may, in fact, simply be lucky. Finally, as we
will develop more completely below, both the resource dependence and efficiency
perspectives of organizations may also be thought of as selection mechanisms

within a broader ecological framework.

Managerial Implications

Each major ecological tradition of classification and and selection re-
search has useful implications for managers (Ulrich, 1981). Classification

schemes are central to a firm identifying its own and other populations of
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firms. A manager who identifies his/her firm's population can use that knowl-
edge to good advantage. Since other firms in a population face similar environ-
mental challenges, a firm that recognizes its population membership may use
other firms in its population as examples of successful strategic innovations
and sources for personnel, technologicai developments, and general information.
The common characteristics of firms in the same population heightens the
possibility of successful imitation. Observation of organizations within
their own population can also help managers avoid strategic pitfalls and may
give them increased understanding of their own environmental pressures, as
they observe firms with characteristics similar to themselves struggle for
long term survival.

Although the population concept das only recently been academically dev- |
eloped, managers often deal with population issues in developing relationships 1
with other organizations. For example, managers in organizations may use the
notion of a population to know which firms to collaborate with in lobby acti-
vities. While many United States lobby efforts occur with individual firms
interacting with legislative bodies, the concept of firms working with other
firms in a population for lobby strength has obvious advantages. In fact, the
close relationship betwee firms and government in Japan is greatly assisted by
firms recognizing and working through populations. In Japan, firms generally
lobby through associations which serves as vehicles for populations as they
unite organizations with simliar characteristics (Vogel, 1979). These asso-
ciations represent populations of firms to legislative bodies. Population
concepts could also assit managers in knowing with which firms it should

develop long term relations for joint ventures, technological innovation, or

other shared activities.




If classification concepts help managers know where they belong, selec-
tion research helps managers know what they have to do to stay there. Some of
the managerial implications of selection mechanisms have already been presen-
ted. The major implications of the organizational design (specalist versus
generalist) and strategy (r versus K) selection mechanisms studied by Hannan
and Freeman (1975) are summarized in Figure Four (Ulrich, 1981). Beginning

[Figure Four About Here]

at the top of this figure, firms in certain environments should, according to
Hannan and Freeman (1975), adopt a specialist organizational form and a K-stra-
tegy. If a firm's environment is uncertain, but not highly variable, then a
generalist organizational form is appropriate. If the environemnt is uncer-
tain and highly variable, but the frequency of change is low, then a general-
jst structure and K-strategy are appropriate. Finally, if their environment
is uncertain, highly variable, and changes frequently, then firms should adopt
a specialist organizational structure and an r-strategy.

Though these organizational design and strategy selection mechanisms have
received by far the greatest attention in the literature, each of the selec-
tion mechanisms discussed above may have managerial implications, for each

i considers the long term survival probability of firms and populations of firms
in environments. Further research in the ecology perspective should help
clarify some of the managerial implications of selection mechanisms 1ike the

| organizational life cycle, luck, transaction efficiency, and resource depen-

dence (Ulrich, 1981).
INTEGRATION OF THE PERSPECTIVES
In the above discussion, we have presented the resource dependence, effi-

ciency, and ecological perspectives as three separate approaches in organiza-

tional theory. However, we have already seen points of similarity in the
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FIGURE FOUR
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three perspectives. For example, many of the managerial implications of the
resource dependence and efficiency perspectives overlapped. Also, the effi-
ciency and resource dependence perspectives were briefly mentioned as alter-
native selection mechanisms within a broader ecological framework. Below, we
pursue these relationships in an attempt to understand the theoretical inter-

connections among the three perspectives.

The Resource Dependence and Efficiency Perspectives

An analysis of resource dependence perspectives of organizations should
appropriately begin with the concept of power and power maximization. To
understand the role of power maximization in this perspective of interorgani-
zational relations, we must first understand why organizations attempt to
maximize their interorganizational power. At one level, one could argue that
organizations maximize power for its own sake. That is, the ends of organiza-
tional power maximization is power itself. Despite its simplicity, power
jtself as the objective of interorganizational power maximization strategies
is an unsatisfying conclusion for two related reasons. First, this response
simply delays the fundamental motivation question. If power is the end, in
and of itself, then what about power makes it so desirable. To avoid this
jssue is to fall into tautology, with power becoming both cause and effect.
Second, this answer ignores a key objective of most, if not all, interorgani-
zational power maximization strategies as stated in the resource dependence
literature--the development of low cost, long term, stable resource acquisi-

tion relations between an organization and its environment.6

6 This is not to suggest that managers within firms may not have alternative
interests, besides the development of such stable resource acquisition
relations. However, Pfeffer and Salencik (1978) do suggest that such
relations are key to organizational survival. Presumably under competitive
conditions, organizations where managers failed to develop such relations
would be selected against.
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Pfeffer and Salacik (1978) begin their power argument by asserting tha*

the key to organizational survival lies in the acquisition of scarce and
valued resources from the environment in a stable and low cost manner. Strat-
egies that maximize an organization's interorganizational power will generally
yield such desired relations. For example, if, for some reason, one firm is
highly dependent on a second for a particularly scarce and valued resource,
the first might acquire the second to ensure stable, low cost supplies. The
acquisition process represents a reorganization of interorganizational power,
a shifting of power away from the second firm and a centralization of power
within the first. Thus, in this way, power maximization strategies may lead
to acceptable and desirable resource relations.

In an interesting way, the efficiency perspective characterizes the
fundamental objectives of organizations in much the same way as the power
mode). Within this context, a key fo organizational success is, again, low
cost, stable--and here we can add the word, efficient--resource acquisition.
Despite this convergence in underlying organizational motivation, it would be
inappropriate to conclude that these two models, despite the distinctions we
have presented, are basically the same. For the organizational strategies
that resource dependence theorist have studied are generally power maximiza-
tion strategies, i.e., strategies that centralize power in one or a set of
firms. Such strategies represent a movement away from and an abandonment of

market forces between firms. While efficiency theorists recognize that power

centralization will sometimes be necessary to ensure efficient supply relations

(e.g., through hierarchies or clans), they also recognize that when power is
distributed across several firms, under conditions of moderate or low exchange

complexity or uncertainty, market forces will ensure efficient supplies.




The following example will help demonstrate the differences between these
two approaches. Suppose a semi-conductor manufacturer develops a unigue and
powerful product that a computer manufacturer would like to design into their
new machines. Using a power perspective, the computer firm, to ensure low
cost, stable supplies would probably acquire the semi-conductor firm, or at
least acquire this firm's technology and build the desired chip itself. Such
a centralization of power through vertical integration would be necessary to
avoid becoming dependent upon the single autonomous semi-conductor firm. In
this case, vertical integration represents a power maximization strategy,
similar to those listed in Table One. From an efficiency perspective, one
could also argue for vertical integration. However, a market alternative alsc
exists. Instead of acquiring the firm, the computer manufacturer could re-
quire the semi-conductor firm to license another semi-conductor firm to fabri-
cate the product in question. In other words, the computer firm could attempt
to develop a market situation with alternative suppliers, and thus assure
itself low cost, stable supplies through market forces. Within the efficiency
framework, the choice between centralized (e.g., bureaucracy or clan) and
decentralized (e.g., market) governance mechanisms would depend on character-
istics of the transaction itself, including the frequency with which the
exchange occurred, and the complexity or uncertainty of the exchange. In any
case, an efficiency theorist is generally not bound to the consideration of
different types of centralized power relations to ensure stable interorgani-
zational relations, but may also consider decentralized market forces.

The above discussion clarifies the relationship between the efficiency
and resource dependence perspectives of interorganizational relations. Both
theories posit the same basic organizational objectives: the low cost, stable

acquisition of valued and scarce resources from the environment. However,




resource dependence perspectives generally only consider alternative power
maximization strategies to ensure the desired relations. Such strategies
almost always involve some degree of the centralization of power within a firm
or a set of firms. Efficiency perspectives recognize that power maximization,
through power centralization, may sometimes be appropriate to ensure stable
and low cost supplies. However, market forces may also be used to ensure
efficient supply relations. Moreover, work has begun in an attempt to specify
the conditions under which centralized power governance mechanisms and market
forces will each be most appropriate in developing and maintaining low cost,

stable supply relations.

The Resource Dependence, Efficiency, and Ecologjcai Perspectives

We have argued that both efficiency and resource dependence perspectives
of interorganizational relations posit the development of stable, low cost re-
source relations as an important organizational objective. As before, how-
ever, we are forced to ask an even more fundamental question: why is the
development of these types of relations so critical? The answer to this ques-
tion has already been alluded to in the above discussion. Both resource
dependence and efficiency theorists seem to argue that the development of
secure and efficient supply relations maximizes the probability for long term
organizational survival. Thus, in an important sense, organizational survival
becomes a common concern of the perspectives, and stable supply relations
becomes one means to attain this end.

0f the three perspectives discussed in the paper, however, only the
ecological perspective appears to address directly the question of long term
organizational survival. Indeed, organizational selection or survival to an
ecological theorist may result from any number of organizational characteris-
tics. We have argued previously that certain structure and strategy charac-

teristics of firms, and their relationship to organizational survival, have
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received the most attention. This is not to deny, however, that other organi-
zational characteristics, including the successful formation of long term, low
cost supply relations, whether by power maximization strategies or by maximal
transactional efficiency, could not also be related to organizational survival.
If resource acquisition is assumed to affect the probability of organizational
survival, then the resource dependence and efficiency characteristics of
organizations can be thought of as alternative selection mechanisms within a
broader ecological context, along with other organizational characteristics
that might have an impact on survival (e.g., structure, strategy, life cycle,
Tuck).

One conclusion of this discussion could be that, because both the re-
source dependence and efficiency perspectives deal, albeit indirectly, with
organizational survival, the ecological perspective has no unique characteris-
tics. However, it seems more appropriate to recognize that non-resource
dependence or non-efficiency explanations of organizational survival might
also exist, and thus the population perspective should not be dissolved into
the other two. We have already discussed potential alternative explanation of
organizational survival including organizational life cycles, and organiza-
tional luck. In practice, it may be the case that an organization can esta-
blish stable low cost supply relations, either with resource dependence or
efficiency mechanisms, and still not survive. The strategic choice of market,
the characteristics of the organization in its life cycle, and even the intan-
gible rele of luck may all play a role in ultimately determing long term

survival. The ecological perspective addresses these fundamental issues

through its emphasis on selection and survival.
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An Integrative Framework

The above discussion implies a complex set of relationships between the
resource dependence, efficiency, and ecological perspectives in organization
theory. Previous work (Aldrich and Pfeffer, 1976) has suggested that the
resource dependence and ecological perspectives, are alternative approaches to
organizational analysis. Our analysis has already shown several points of
overlap between these two perspectives, as well as between them and the effi-
ciency perspective. In this last section of the paper, we suggest a framework
within which these interrelationships can be understood. This framework is
presented in graphic form in Figure Five. In this framework, the ecological
perspective's emphasis on survival and selection indicates that it takes the
status of a meta-theory, a broader organizational perspective within which the
other two perspectives can be seen as alternative theories of organizational
selection. The selection mechanism associated with the efficiency perspective
is managemeﬁt's ability to develop stable, low cost supply relations, and to
govern these relations efficiently as possible. Organizations that accomplish
these tasks, through whatever means, (including market and hierarchical forms)
enhance their probability for survival. Within this context, the resource
dependence perspective focuses on one class of strategies an organization can
employ to attain stable supply relations, strategies that involve the develop-
ment of centralized power relations.

Though presented in hierarchical form, our analysis does not imply that
one theory is in any sense preferable to another. Indeed, within the context
of Figure Five, each perspective plays a vital role in the overall under-
standing of the field of interorganizational relations. Moreover, the position
of each theory in the framework points to both strengths and weaknesses. By

recognizing the ecological perspective as a meta-theory, we point to the




FIGURE FIVE. A Model of Models
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centrality of organizational survival as a concern in many theories of organi-
zation. At the same time, this framework suggests that without theories of
various selection mechanisms, the ecological perspective remains a non-predic-
tive vocabulary to describe the idiosyncratic evolution of organizations over
time. The characterization of the resource dependence perspective as a discus-
sion of a limited number of mechanisms for the development of stable resource
relations 1imits this perspective as a general theoretical statement. Yet,
the broad literature in the resource dependence tradition attests to its
important role in understanding organizations. Finally, though efficiency
theorists have generally thought of theirs as a very general explanation of
organizational development and survival, our discussion suggests that alterna-
tive, non-contradictory theories must also be considered, within an ecological
context, to help explain long run organizational survival. Efficient trans-
action governance may be an important determinant of organizational survival,
but needs to be understood within the context of organizational life cycle,
strategy, structure, and luck to name just a few alternatives, and complemen-
tary selection mechanisms.

The framework suggested in Figure Five may also have several empirical
implications. For example, within this context, one would expect that empiri-
cal work done in the resource dependence perspective should be consistent with
efficiency analyses of hierarchical governance mechanisms. Thus, many of the
important anti-trust implications of the efficiency and resource dependence
perspectives should be consistent, though perhaps couched in somewhat differ-
ent terms. The degree of overlap between the efficiency and resource depen-
dence managerial implications is indicative of this theoretical convergence
around centralized or hierarchical approaches to obtaining and maintaining low

cost stable resource relations. Also, the recognition of alternative selec-

tion mechanisms within an ecclogical perspective recognizes the importance of
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evaluating conditions under which selection mechanisms are more or less related
to organizational survival. From the perspective of ecological theoriests,
this observation suggests that movement must be made beyond recognizing that
environmental forces have an impact on organizational survival. Not only must
alternative selection mechanisms be isolated (beyond current structure and
strategy discussions), but their relative impact on organizational survival
must be addressed in an explicitly multi-perspective context. The antecendents
of organizational survival may be many, and a sufficiently broad theoretical
approach must be developed to ensure an understanding of these processes.

From the point of view of theorists working with particular selection mechanisms,
work needs to continue to elaborate their implications for organizational !
survival. However, the constraints and contingencies; that affect an organiza-
tion's characteristics relationship with survival need to be more carefully
specified. This, again, will require a more multi-theoretical approach then
has generally been the case in the organizational literature. Finally, the
framework presented in Figure Five is based, throughout, on the assumption
that environmental scarcity obtains, that is, that organizations are engaged
in a struggle for survival through competition for scarce resources. Under
these conditions, the selection mechanisms discussed (e.g., organizational
efficiency, strategy, structure, life cycle, luck, resource dependence) are
relevant in any discussion of organizational survival. However, under non-
competitive conditions these persepctives may no longer be relevant, or at
least play a fundamentally different theoretical role. For example, life

cycle research is likely to generate quite different insights when organizations

in non-competitive environments are studied. More broadly speaking, the
framework presented in Figure Five suggests the need for yet another framework

that could be used to analyze organizations in non-competitive situations.




APETPI AR b

BIBLIOGRAPHY

Aldrich, H.E. and S. Mueller, 1980. The evolution of organizational forms:
Technology, coordination, and control. To appear in L.L. Cummings
and Barry Staw (eds.), Research in Organization Behavior, Vol. IV.
Greenwich, Conn.: JAI Press.

Aldrich, H.E., 1979. Environments and Organizations. New York: Prentice-
Hall. ]

Aldrich, H.E. and J. Pfeffer, 1976. Environments of Organizations. In
A. Inkeles, (ed.) Annual Review of Sociology, Vol. , Palo Alto: Annual
Review, Inc., pp. /9

Barney, J.B. and W.G. Ouchi, 1981. Efficient boundaries. Unpublished.
Graduate School of Management, UCLA.

Blau, P.M. 1964. Exchange and Power in Social Life. New York: Wiley.

Blute, M., 1979. Sociocultural evolutionism: An untried theory.
Behavioral Science 24: 46-59.

Brittain, J.W. and J.H. Freeman, 1980. Organizational proliferation and
density-dependent selection: Organizational evolution in the semi-
conductor industry. In J.R. Kimberly, R.H. Miles and Associates
(eds.), The Organizational Life Cycle, pp. 291-338. San Francisco:
Jossey-Bass.

Coase, R.J., 1937. The nature of the firm. Economica 4: 386-405.

Coase, R.J., 1960. The problem of social cost. Journal of Law and
tconomics 3: 1-44,

Crozier, M., 1964. The Bureaucratic Phenomenon. Chicago: University of
Chicago Press.

Dahl, R.A., 1957. The concept of power. Behavioral Science 2: 201-215.

Emerson, R.M., 1962. Power-dependence relations. American Sociological
Review 27: 31-41.

Freeman, J.H., 1981. Organizational life cycles and natural selection pro-
cesses. To appear in B.M. Staw and L.L. Cummings, Research in Organi-
zationa) Behavior, Vol. IV. Greenwich, Conn.: JAI Press.

Goffman, I., 1969. Strategic Interaction. Philadelphia: University of
Pennsylvania Press.

Haas, J.E., R.H. Hall, and N.J. Johnson, 1966. Toward an empirically
derived taxonomy of organizations. In R.V. Bowers (ed.), Studies on

Behavior in Organizations, pp. 157-180. Athens, Georgia: University
of Georgia Press.




Hannan, M.T. and J.H. Freeman, 1977. The population ecology of organiza-
tions. American Journal of Sociology 82: 929-964.

, 1981. Niche width and the dynamics of organizational popula-
tions. Technical report #2, Organizational Studies Section, Institute
for Mathematical Studies in the Social Sciences, Stanford University.

Hickson, D0.J., C.R. Hinings, C.A. Less, R.E. Schneck, and J.M. Pennings, 1971.
A strategic contingencies theory of intraorganizational power.
Administrative Science Quarterly 16: 216-27.

Hinings, C.R., D.J. Hickson, J.M. Pennings, and R.E. Schneck, 1974.
Structural conditions of intraorganizational power. Administrative
Science Quarterly 19: 22-44,

Kuhn, T.S., 1970. The Structure of Scientific Revolutions. Chicago:
University of Chicago Press.

Levins, R., 1978. Evolution in Changing Environments. Princeton, N.J.:
Princeton University Press.

Lippman, S.A. and R. Rumelt, 1980. Uncertain immitability and market struc-
ture. Unpublished., Graduate School of Management, UCLA.

Mayr, E., 1969. Principles of Systematic Zoology. New York: McGraw-Hill.
McKelvey, W.W., in press. Organizational Systematics: Taxonomy, Evolution, 1
Classification. Universify of California Press.

Merton, R.K., 1957. Social Theory and Social Structure. Glencoe, I11.:
The Free Press.

Miles, R.H., 1980. Macro Organizational Behavior. Santa Monica, Calif.:
Goodyear Publishing Co., Inc. h

Kimberly, J.R., R.H. Miles and Associates (eds.), 1980. The Organizational
Life Cycle. San Francisco: Jossey-Bass.

Morgan, G.E., 1980. Paradigms, metaphors, and puzzle solving in organiza-
tion theory. Administrative Science Quarterly 25: 605-622.

Ouchi, W.G., 1980. Markets, bureaucracies, and clans. Administrative
. Science Quarterly, 24: 129-141.

. Pfeffer, J., 1977. Power and resource allocation in organizations. In
B.W. Staw and G.R. Salancik (eds.), New Directions in Qrganizational
Behavior, pp. 235-266. Chicago: St. Clair Press.

Pfeffer, J., 1981. Power in Organizations. Marshfield, Massachusetts:
Pitman.

Pfeffer, J. and A. Leong, 1977. Resource allocation in United Funds: An
examination of power and dependence. Social Forces 55: 775-790.

.h.Lll-ll-lll-IIlllIllllllllllllIIIIIIIIiIiiiIIiIIII-i-un-" : it
et eats - o o 1 s i ML




Pfeffer, J. and W.L. Moore, 1980. Power in university budgeting: A repli-
cation and extension. Administrative Science Quarterly 25: 637-653.

Pfeffer, J. and G. Salancik, 1978. The External Control of Organizations.
New York: Harper and Row.

Pfeffer, J., G.R. Salancik, and H. Lebleici, 1976. The effect of uncer-
tainty on the use of social influence in organizational decision
making. Administrative Science Quarterly 21: 227-245.

Pondy, L. and D. Boje, 1979. Bringing the mind back in: Paradigm develop-
ment as a frontier problem in organization theory. Presented at the
American Sociological Association Meetings, San Francisco, August 27,
1975.

Provan, K.G., J.B. Beyer, and C. Kruytbosch, 1980. Environmental linkages
and power in resource-dependence relations between organizations.
Administrative Science Quarterly 25: 200-225.

Ritzer, G., 1975. Sociology: A multiple paradigm science. The American
Sociologist 10: 156-167. -

Salancik, G.R. and J. Pfeffer, 1974. The bases and use of power in organi-
zational decision making: The case of a university.” Administrative
Science Quarterly, 19, 453-473.

Salancik, G. and J. Pfeffer, 1978. Uncertainty, secrecy and the choice of
similar others. Social Psychology 41: 246-255.

Selznick, P., 1949. TVA and the Grass Roots. Berkeley, Calif.: Univer-
sity of California Press.

Simon, H.A., 1957. Administrative Behavior, Second Edition. New York:
The Macmillan Company.

Simon, H.A., 1962. The architecture of complexity. Proceedings of the
American Philosophical Society 106: 467-482.

Sneath, P.H. and R.R. Sokal, 1973. Numerical Taxonomy. San Francisco:
Freeman. )

Thompson, J.D., 1967. Organizations in Action. New York: McGraw-Hill.

Uirich, D., 1981. Implications of ecology for management. Paper presented
at the National Academy of Management Meetings, San Diego, 1981.

Vogel, E., 1979. Japan is Number One. New York: Harper and Row.

Weber, M., 1947. Theory of Social and Economic Organizationa. New York:
Free Press.

Williamson, O0.E., 1975. Markets and Hierarchies: Analysis and Antitrust

Implications. New York: Free Press.




Williamson, 0.E., 1979. Transaction cost economics: The governance of
contractual relations. The Journal of Law and Economics 22: 233-261.

Winter, S., 1964. Economic natural selection and the theory of the firm.
Yale Economic Essays 4: 225.

Yuchtman, E. and S. Seashore, 1967. A system resource approach to organi-
zational effectiveness. Administrative Science Quarterly 32: 377-395.







